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KEY ECONOMIC INDICATORS: FRANCE “ae 
All Values in Billion U.S. $ Unless Otherwise Indicated 
A 


B C D* e" 
1975 1976 1977 __% Change Growth 


INCOME, PRODUCTION, EMPLOYMENT 


GDP at Current Prices 312.4 360.3 403.8 412.1 412.1 
GDP at Constant (1970) Prices 204.6 215.2 221.7)/ +3.0 + 3.0 
Per Capita GDP, Current Prices ($1,000) 5.9 6.8 7.51/ +10.3 +10.3 
Gross Capital Formation (excl.housing)Current Prices 48.2 55.2 62.51/ +13.2 +13.2 
Gross Capital Formation (excl.housing)Constant (1970) 

Prices 33.3 35.6 36.11/+1.4 +1.4 
Industrial Production (year end & 6/77-1970=100) 117 124 125 +$3.3:-¢ 29 
Avg. Labor Productivity (Prev.Yr.=100) 98 106 n.a. -- -- 
Avg. Industrial Wage (Prev.Yr.=100) (4/77) Vy. RB TIS? 2 413.24 -9.5 
Reg'd Job Seekers at Yr.End (000s) (6/77) 906 930 1151 +19.0 => 
Labor Force (Millions), Yearly Averages 22.1 22.3 22.5 +0.7 -- 
MONEY AND PRICES 
Money and New Money Supply (Yr.End & 3/77) 169.0 190.5 191.2 +12.3 -- 
Year End Call Money Rate (Mo.Avg.) (4/77) 6.48 10.44 9.22 -- ae 
Retail Prices at Year End (1970=100) (6/77) 188.2 . W3.:8 182.5 +10.2 +10.2 
Wholesale Prices at Year End (1962=100) (6/77) 202.8 230.1 3.2 437 4 2.7 
BALANCE OF PAYMENTS 
Gold & Exch. Reserves Year End (6/77)2/ 21.6 18.5 20.9 2/ 2/ 
Current and Long-Term Capital Accounts 0 - 7.1 nea. ooo -- 
Balance of Trade, FOB-CIF (5/77) - 2.0 - 8.7 - 3.7 ~~ ao 
Exports, FOB (5/77) 52.2 55.8 25.8 +10.6 ad 
Exports to U.S., FOB (5/77) 2.0 2.5 1.1. +15.8 = 
Imports, CIF (5/77) 54.2 64.5 29.5 +11,8 -- 
Imports from U.S., CIF (5/77) 4.1 4,3 2.1° 410.4 -- 
U.S. Share of French Import Mkt (%) 7.5 7.3 ris -- ae 
Book Value of U.S. Direct Inv., Year End 5.8 n.a. na. -- oe 


MAIN IMPORTS FROM U.S. (1976-$Mil.): Machinery & Mechanical Appliances (1100); Electrical 
Machinery (390); Chemicals (470); Coking Coal (222); Aircraft (263); Optical, Medical and 
Precision Instruments (292); Soybean Meal, Soybeans (250). 


Footnotes: *D = C over same period of preceding year. 

**E = Avg. growth rate for period indicated, stated on an annual basis. 
1/ Embassy estimates for full year; 2/ French Government revalued reserve components as 
Of June 30, 1977, at the rate of F 4.9330 for $1, gold - F 23203 per kilo; the resulting 
accounting changes make percentage comparisons with previous periods meaningless. 


In order to assure comparability, franc figures for GNP, Investment and the Money Supply 
for all years have been converted into dollars at 4.60F per dollar. Figures in the 
balance of payments section have been converted from francs into dollars at the rates 
prevailing during the period in question. 





FRANCE 


SUMMARY 


After a substantial post-recession recovery in 1976, the French 
economy has been shifted into a lower gear for 1977. As the result 
of numerous anti-inflation measures put into effect in September 
1976, the 5.2% GDP growth rate of 1976 has decelerated to roughly a 
3% pace. Given France's persistent inflation problem and related 
balance of payments pressures, the current government's stabilization 
policy seems an essential prelude to more solid growth beyond 1977. 


The Barre government's target is to reduce inflation by restraining 
wages and by dampening domestic demand, at the same time restoring the 
French trade balance and protecting the franc. Since the Barre Plan 
was announced in September 1976, there has been slow but encouraging 
progress towards these goals. This has involved slow growth in the 
first half of 1977, with the prospect of at best a moderate 
acceleration later in the year. Seasonally adjusted unemployment, 
which rose sharply in the first half of 1977, may continue to edge 
upward, despite government efforts to reverse the trend. 


Because of successful wage restraints, household income began to 
stagnate in early 1977 and consumption has dropped sharply from its strong 1976 
growth rate (4.2%). Investment is also expected to be weaker in 1977 
than in 1976, and inventories are not likely to be a dynamic factor. 
The same holds true for government spending, since the 1977 budget 
is designed to reduce the French budget deficit substantially. 
Exports, which have grown over 10% in the past year, have thus been 
the only really dynamic factor in total demand. Conversely, imports 
have slowed since the beginning of 1977 and may grow as little as 3% 
for the year as a whole. 


The cautious pace of economic growth in France would thus imply 
less expansive prospects for overall U.S. exports in 1977 than last 
year. Nevertheless, ambitious public sector investment programs and 
other special circumstances should lead to significant growth in at 
least some sectors. Estimated U.S. exports to France totaled well 
over $4 billion in 1976, and they should keep pace with the expected 








overall increase of French imports in 1977. 


Attractive, though selective, investment opportunities should 
also continue to present themselves, even though the overall trend 
of U.S. direct investment in France has not been strong since the 
1974-75 recession. French investment interest in the U.S. has 
been growing, however, and should present interesting opportunities 
for interested U.S. firms. END SUMMARY 


Decelerated Growth 


France's recovery from the 1974-75 recession was unusually 
sharp, but also disappointingly brief and accompanied by strong 
inflationary pressures. By the second half of 1976, production 
had returned to 1974 levels in most sectors and gone beyond in 
some. The overall trend since then has been towards slower growth, 
even though activity has continued brisk except in a few sectors. 
Given the dampening effects of the Barre stabilization program, 
slow growth is likely to continue throughout 1977. Whereas in 1976 
the economy progressed near the pace which has typified French 
GDP performance in recent years, growth in 1977 is unlikely to go 
much beyond 3%. In the event that the mid-1977 slowdown proves more 
serious than anticipated, the government can be expected to take 
additional (but selective) stimulative measures, particularly in the 
area of investment and employment-creation. In view of their likely 
timing, however, such measures would not translate into accelerated 
growth until the latter months of 1977 or early 1978. 


The Stakes of the Barre Stabilization Program 


Inflation, after declining from a peak of about 15% in 1974, held 
stubbornly in the 9-10% range in 1975 and early 1976 and then gave 
evidence of accelerating to an 11-12% annual rate, or beyond, during 
the second half of 1976. As of mid-1976, even before this spurt 
became fully apparent, the franc had lost about 10% of its value 
vis-a-vis the dollar and nearly 20% with respect to the deutsche mark. 
In view of France's widening price differentials with respect to 
Germany, the United States and other key economies, it became clear that 
an effective stabilization program would be required to avoid 
continuing slippage of the franc and the prospect of accelerating 
inflation. Since September the government of Raymond Barre has been 
steadily on a stabilization course. Barre, a prominent economist chosen 
as Prime Minister with this in mind, has taken a series of measures 
designed to dampen inflation and to reduce France's serious 
trade deficit substantially. 
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The Barre plan envisions a moratorium on real wage increases; a 
gradual return to a balanced government budget; price restraint 
agreements with industry and other forms of government suasion; 
selective tax measures, including a reduction in the TVA (tax on value 
added); and a slowdown in money supply growth. The program has so far 
produced only very limited progress on the price front (inflation still 
in the 8-10% range), due in part to the lingering effects of the 1976 
drought and of sharp price increases for many of France's key imports. 
But the franc has been held stable since the program's inception, and 
an important step seems to have been taken towards reducing 
inflationary wage pressures. France's rebound on the foreign trade 
side has been quite healthy, leading to forecasts of a sharp 
reduction from the 1976 current account deficit of about $6.5 billion. 


The French Economy in 1977 and Beyond 


Assuming no major change in international trends or in French 
government policy, the current consensus forecast of approximately 3% 
GDP growth for 1977 as a whole seems about right. The pace may prove 
slower in the second and third quarters, with possibly some acceleration 
as 1978 approaches. The official forecast for 1978 envisions 4.5% GDP 
growth, but with national elections scheduled for March 1978 and a very 
different set of economic programs proposed by the opposition, 
prediction at this stage is hazardous. In fact, uncertainties regarding 
electoral prospects have been a damper on private investment in France 
for some time and help to account for the current slow rate of growth. 


The projection of 3% GDP growth in 1977 is based on a consumption 
increase of not much more than 3% and little or no increase in net 
investment or inventories. The only dynamic factor in final demand 
would thus come from exports, which might increase as much as 8-10% for 
the year as a whole. 


As indicated, private investment is likely to remain weak in 1977, 
both because of business caution related to political prospects and 
because current capacity is sufficient to meet anticipated demand in 
most sectors. Although in general business and residential construction 
are likely to continue depressed, the trend may be partially offset 
by high rates of investment by state-owned enterprises and in priority 
government programs. In addition, continued growth in certain export 
industries may stimulate investment by these firms. France will thus 
continue to be an important market for some types of investment goods, 
particularly in certain favored fields such as telecommunications and 
automotive manufacture. Agricultural investment should also pick up, 
in view of the return to more normal weather conditions after the 1976 
drought. 
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Overall imports are likely to grow much more slowly than in 
1976, although some important increases can be expected, 
particularly in relation to the investment programs mentioned above. 
Exports should show continued growth, benefiting from a discounted 
franc, from various government incentive programs, and from 
relatively weak internal demand. For a number of French export- 
oriented industries, 1977 should thus be a very good year. On the 
other hand, certain industries which depend on the domestic 
market -- particularly on investment demand -- are likely to see 
their difficulties prolonged. For example, the steel industry and 
much of paper and textiles are suffering from structural problems, 
including stiff foreign competition, and no rapid improvement is in 
view. Unemployment, already well above 5% by U.S. measures, has 
continued to creep upward and is particularly serious among youth 
and women. Job training subsidies, special tax incentives for new 
hiring, and other such specific remedies are likely to be given 
increased priority. 


The financial and monetary trends currently in evidence during 
the early months of 1977 will probably continue. The French money 
supply has been growing more slowly than nominal GDP, and the Barre 
Plan's ‘moderately restrictive 12.5% target rate seems likely to be 
met. The Plan's rather tight ceilings on credit expansion in the 
banking sector are expected to continue in effect and interest rates 
will probably edge down only slowly from present levels. (Short-term 
money is currently at 8-9% with longer term interest rates in the 
10-12% range and above.) 


The French Investment Climate -- Mixed 


A decision to make a direct investment in France should not, 
of course, be unduly influenced by the cyclical indicators of the 
moment. The factors that are expected to discourage French investment 
in France in 1977 (high interest rates, the generally high break-even 
points of French industry, underutilization of existing capacity, and 
domestic political uncertainties) do not necessarily apply to outside 
investors. For the potential American investor the considerations should 
include (1) the long-term market in France and in France's 
"hinterland" in Europe and Africa, (2) the long-term outlook for 
relative production costs per unit of capital, and (3) the desirability 
of France as a production base given evolving French and EC policies. 


Measured against these yardsticks, the French climate is mixed, 
but more encouraging than the short-term macroeconomics would suggest. 
France is a large, prosperous country in the European heartland with a 
favored market access to parts of Africa and the Middle East and with 
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Europe's strongest agricultural base. It has a solid industrial 
infrastructure and a tradition of government economic management 
which, regardless of political vicissitudes, has helped to 

nurture rapid and sustained growth for most of the past 30 years. 
France offers positive, tangible incentives to foreign investors 

and for the most part gives them national treatment when they are 
established. There are currently three main question marks, however: 


(1) Can France keep domestic production costs at 
internationally competitive levels? We think so, assuming no large 
relative escalation in energy or labor costs and continued exchange 
rate flexibility. 


(2) Will France and her EC partners retain the present level 
of protection for Common Market producers, or will it become 
substantially more protective or more liberal? All indications 
are that the Tokyo Round will not profoundly change the EC as a 
moderately protected market in the industrial sectors. The 
relatively high level of agricultural protection will presumably 
decline only slowly at best. 


(3) Will the French Government become more -- or less -- 
cordial to foreign private investment? This will depend, in our 
view, on the specific industry involved and on regional develop- 
ment considerations. We think the French will continue to welcome, 
and indeed positively to encourage, foreign investment in all 
sectors not regarded as sensitive in terms of national security, 
national prestige, infant industry development, or as major sources 
of government procurement. Direct investments are welcomed in 
most sectors, particularly when they carry with them the kind of 
capital, technology and marketing support likely to create 
substantial employment and net exports. In the current political 
atmosphere, the goal of job creation has assumed a higher priority 
than the longer term objective of reducing foreign control of key 
French industries. 


On balance, we believe that if an investment within the Common 
Market is commercially indicated, France remains a location that 
merits careful consideration. 


Implications for US Exporters 


The projected economic indicators for the next 12 months 
suggest that the fall of 1977 and the spring of 1978 should bring a 
modest growth in US exports to France. Traditionally, American 
suppliers have played their strongest role in the area of investment 
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goods -- machinery of all kinds, sophisticated instrumentation, raw 
and semifinished materials and components, and high technology 
electronics. In the months ahead we would expect French importers 
to be interested primarily on the higher technology segments of 
this spectrum, with the general aim of preparing French industry 
for international competition in the expanding world market for 
products for which the French already have a strong technological 
base. These include nuclear power, metal alloys, basic chemicals, 
transportation equipment, specialized industrial machinery., 
housewares and certain luxury consumer products. 


With these considerations in mind, the emphasis in United 
States Government export support programs in France for the next 
12 months has been shifted increasingly toward higher technology 
equipment. We will be specifically interested in assisting 
American exporters to gain market access in France and its hinter- 
land for the following product categories: 


Mini-computers and related equipment: France's 7th five-year 
plan calls for an annual rate of growth of 24% in procurement of 


these products during the second half of this decade with imports 
reaching $1.4 billion by 1980. The U.S. should get a major share 
of this business. 


Electronics industries production and test equipment: The 
French Government is making a determined effort to develop the 
national electronics industry, particularly in the telecommunica- 
tions and data processing fields. The annual market for production 
and test equipment in these fields is estimated at about $200 
million, of which the U.S. can reasonably aspire to at least a 50% 
share. 


Process contro] instrumentation: This has not been a hig 
business in France; current annual consumption runs at about 
$500,000 of which roughly half is electronic. There is also strong 
French and other European competition. On the other hand, the 
rapidly growing importance in France of energy conservation and 
pollution control, plus the increasing computerization of materials 
handling in factories, suggest a share growth in the market in the 
years ahead, not only for hardware but also for engineering and 
consulting services. 


Pollution control equipment: The French are somewhat behind 
their northern neighbors in attacking the pollution problem, but 
governmental programs to that end are now gathering steam. Long- 
term agreements are being negotiated with the major polluting 
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industries calling for specific levels of reduction in air, water and 
solid waste pollution within specified periods of time. As a result, 
for example, an annual real growth of 13 percent over the next five 
years is projected in sales of water treatment equipment. Total US 
sales of pollution control hardware are expected to reach $7.5 million 
by 1980, and there is also a strong market for engineering consultancy 
services in the pollution control field. 


Consumer goods: Non-food consumer goods consistently account for 
about 8% of our exports to France, or about $300 million in 1976. The 
product mix varies substantially from year to year due to shifts in 
styles, exchange rates and competition, and to the constant emergence 
of new American items. Over the next twelve months we foresee 
especially good prospects for electronic games, toys, garden equipment, 
hand tools, bed linen and towels, and certain other textile end 
products, particularly those now under EEC import restraints directed 
against low cost suppliers from Asia and Africa. Consumer goods 
exporters should be aware, however, of new French regulations requiring 
labels and operating instructions in the French language. 


Licensing Opportunities: With business slow, many French manufacturers 
are operating well below capacity and are receptive to proposals for 
the licensed production of American products in France. This is 
particularly true in the metal-working and foundry fields, but also 
applies to such sectors as textiles, electronics, building materials, 
and several consumer products. 


Available by subscription from the Superintendent of Documents, GP 


‘0, Washingt .C. inti ; a 
additional. Single copies, 50 cents, available ron, OC. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 


from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 
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INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 





U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 





TRAVEL with Overseas Business Reports 
(OBRs)—75 a year— to get detailed information on 
overseas trade and investment conditions and 
opportunities. 


SEE the OBR Marketing In series for information 
about a selected foreign country’s 


t- , trade patterns 
y ~ industry trends 
F distribution channels 
transportation facilities 
trade regulations 
prospects for selected U.S. products 


SEE the OBR Market Profile series for an economic 
digest of countries in a particular marketing region. 
TAKE A Take a look at the country’s 
Foreign trade 
TOUR @) = Foreign investment 
Finances 
POTENTIAL aa 
Basic economic facilities 
Natural resources 
Population 
Vinee SEE the OBR World Trade Outlook series for a twice- 
a-year analysis of U.S. export prospects to al/ major 
trading countries. 
VIEW other special reports such as: 
Appraisal of China’s Foreign Trade Policy 
Basic Data on the Economy of the Soviet Union 


A Business Guide to European Common Market 


A Guide to End Users and Research Organizations 
in Hungary 


© Quarterly statistics reports on U.S. foreign trade 


START your tour now for only $36.50 a year by mailing 
the coupon below. 
(Single copies are available for 50¢ each from the Publication Sales 


Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 
20230.) 


SUBSCRIPTION TO OVERSEAS _No additional postage Is required for 
T —" 8 year. eS 


|_| MAIL ORDER FORM TO: =| 
STREET ADDRESS _* __| Superintendent of Documents | — 
1 Government Printing Office 3 


— = -—S-—_—«|,:«*WWashington, D.C. 20402 








